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The business cycle is a common phenomena of the movement of modern 
economy. Modern business cycle theories attribute the business cycle to the 
economic shocks. The economic system departure the equilibrious trace and 
take on the periodic responses under the economic shocks. So the theory and 
method of economic shocks is a very important foundation to study the business 
cycle. 
The dissertation is based on the theory of economic shocks, adopts the 
macroeconomic model and the tools of econometrics to study the characteristics 
of business cycle, the impact of economic shocks and the formation mechanism 
of business cycle of China. It is helpful to prompt the research system of 
business cycle of China more perfect, farther it can help us to master and 
analyse the situation of China’s macroeconomic, evaluate and judge the effect of 
all kinds of economic policies more clearly and efficiently. So it is useful to help 
us to study the movement of China’s macroeconomic. 
The innovations of this dissertation are as follows: i ） The study  
framework and logical clue. The dissertation is based on the theory of economic 
shocks，take the occurrences, impact and transmit mechanism of economic 
shocks as the logical clue, study the theory of business cycle under the 
framework of dynamic generalized equilibrium, and try to perform a deep and 
complete positive study on the characteristics and the formation mechanism of 
China’s business cycle. ii）The analysis model and process. The dissertation 
firstly adopts the optimizing IS-LM-PC model and the VAR model to analysis 
the effect of each economic shock, the structure of the aggregate demand shocks, 
and the formation mechanism of business cycle of China. Meanwhile the 
dissertation introduces the invariable D to analyse the influence of shocks of 
monetary policy on the business cycle. iii）Some new conclusions. The 
dissertation use the factual data to analysis the theme of the dissertation and 













aggregate supply shocks such as productivity shocks are primary causes of 
business cycle of China; the shocks of inhabitant consumption and investment 
within the structure of aggregate demand shocks are dominating reasons to 
cause the fluctuation of macroeconomic; the monetary policy affect the business 
cycle of China through the channel of inhabitant consumption, investment and 
importation; the economic institution shocks greatly influence the characteristics 
of business cycle of China; the shocks of international economy affect the level 
of output in long-term, but the decisive reasons which cause the economic 
fluctuation derive from the domestic shocks.  
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